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For the past several weeks, President Raul Alfonsin's government has been the target of unrelenting
critiques from organized labor, opposition parties, and a variety of business and employer
organizations. Legislation in most areas has been virtually halted, particularly budget and taxation
bills introduced by the executive. The national government continues to suffer a cash flow crisis,
as the Central Bank is months behind on paying suppliers to public agencies and state companies.
Several provincial governments are behind on payrolls and payments to suppliers. The national
public school teachers union announced on May 18 the resumption of an indefinite strike, which
had already put the school semester five weeks behind its normal schedule. Several other sectors of
public employees are on strike or are engaged in work stoppages/slowdowns. Demands continue
for the resignation of Economy Minister Juan Sourrouille, complete overhaul of national economic
policies, and the restructuring of the government's program for partial or complete privatization
of selected state companies. Summarized below are selected highlights of recent events and
statements. May 4: The National Industrial Movement (Movimiento Industrial Nacional-MIN), a
nation-wide coalition of business organizations, announced that it was in full agreement with the
General Labor Confederation (CGT) on the necessity for a "180-degree turn" in economic policy
toward meeting the challenge seen in "evident signs of backwardness and decadence affecting the
country." The above statement was made by Arnaldo Etchat, second vice president of the Argentine
Industrial Union (UIA), on behalf of MIN following a meeting in Buenos Aires between a MIN
delegation and the CGT executive council headed by Saul Ubaldini. Octavio Frigerio, president
of the Integration and Development Movement (Movimiento de Integracion y Desarrollo-MID),
told reporters that the president's speech of May 1 before the national congress did not "express
an adequate perception of the...social, economic and institutional situation, nor did it reveal any
hint of self-criticism..." In contrast to what the president asserts, said Frigerio, the state apparatus
is not the source of inflation and decapitalization, but rather "economic policies which implacably
penalize the profitability of whatever economic enterprise undertaken." Private enterprises,
according to Frigerio, lack incentives to assume productive functions previously carried out by
state companies. Frigerio continued: "Economic stagnation is inevitably reflected in reduced fiscal
revenues. The deficit increases, and state investment declines...The Radical Party's administration
of the economic crisis which produces and exacerbates recession...makes overcoming the very
problems the government has identified as the most important or the causes of the crisis, impossible
to resolve." May 5: Economy Minister Sourrouille announced that under an extension of the
general 1987 budget, the national administration could meet only 77% of total spending for the
first quarter of 1988 as contained in the 1988 budget request. May 6: The CGT issued a scathing
critique of the government's 1988 budget request. According to the Confederation, the plan will
produce rising unemployment rates, and prolong the economic stagnation afflicting the nation. The
communique stated that above all else, the executive's budget request was formulated to comply
with illegitimate demands put forth by the International Monetary Fund. May 8: According to the
Argentine media, despite heroic efforts in formulating a final draft of the 1988 national budget,
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officials admit serious difficulties in meeting the IMF 1988 fiscal deficit target of 2.9% of gross
domestic product (GDP). Estimates of a 2.9% of GDP deficit average about $2 billion. Officials
said their main guideline is to implement a rational policy of fees and prices for public goods and
services which would permit the eventual self-financing of state enterprises. However, many public
officials are concerned about the impact of spending cuts in productive investment on public and
private economic activities. In addition to sizable cutbacks in the areas of public works, the 1988
budget draft includes cuts for defense, education and culture, as well as higher costs for distribution
of national tax revenues from the Central Bank to provincial banks. The national congress has not
yet commenced deliberations on the 1988 budget request. According to the Argentine constitution,
the request should have been presented to the congress in October or November 1987. A request by
the executive for a 8.5 billion austral supplement to the 1987 budget was rejected in congressional
committee. Consequently, spending by the national government currently lacks legal authorization.
Radical and Justicialista (Peronist) Deputies have arrived at an agreement on the immediate
implementation of a temporary "mini-tax" on luxury goods, such as cigarettes. Economists testifying
before the Chamber said levying such a tax at this time is self-defeating. Sales taxes on consumer
goods, they said, reduces income tax revenues, a development which occurred during the month
of April. The nation's tax authority (Direccion General de Impuestos-DGI) reported that many
enterprises are several million australs behind in tax payments. The payments in question are those
withheld from employees' salaries, such as for social security, health, and other social services
revenues. The confusion here derives from a prior legislative mandate establishing a 20% ceiling
on employers' retention of employees' gross wages; and, a recent directive by the Labor Ministry
lifting the ceiling to 35%. Several of the nation's largest employers have informed the DGI that
the taxes are "unconstitutional," and that they have opted to wait on a decision by the Supreme
Court on the matter. May 9: In Huerta Grande, Cordoba province, at a meeting of accountants
from throughout the country, Radical Civic Union candidate for the presidential nomination and
provincial governor, Eduardo Angeloz, said that reduced public spending is absolutely necessary to
bring state companies' finances into eqilibrium, and for deescalating inflation and interest rates on
a national level. According to Angeloz, reducing inflation must the national government's principal
objective since "inflation is a perverse tax paid by all." The Secretary of Internal Commerce
announced that product prices "liberated" on May 5 can be modified two times per month, but
with no less than 15 days between consecutive price changes. In conditions of "elevated inflation,"
however, merchants can increase prices every 15 days at rates higher than would be necessary
to compensate for inflation recorded during the previous 15 days. May 11: In statements before
the Senate, Minister of Public Works and Services Rodolfo Terragno admitted that economic
development will not take place in the context of large tariffs and taxes ("tarifazos y impuestazos").
However, he said, at the same time social justice will not be attained "with deficits, inflation, and
inefficiency." Terragno was called by the Senate to "explain" the rationale and procedures for
the government's current oil sector policies, including joint exploration contracts with foreign
companies, and privatization plans for the state oil company (YPF). The minister has testified before
the Senate and the Chamber of Deputies on numerous occasions to "clarify" the above policies.
At several junctures during the deliberations on May 11 (and throughout the following week),
Terragno mentioned that he had answered the same questions on previous occasions, and referred
the congresspersons to transcripts of his statements. Justicialista Senator Edgardo Murguia (Santa
Cruz province) accused the government of embarking on a plan under which it will lose control over
key areas of the economy. Murguia said that public enterprises are not responsible for the fiscal
deficit. He added that if the government contracted administrators who are not corrupt, and who
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are competent, public enterprises as such would not necessarily run deficits. Murguia then pointed
out that the major source of conflict has been the national administration's failure to fully inform
the congress of its plans for the energy sector, much less options. He informed Terragno that the
Peronist bloc intends to procure the necessary information and thus participate in the formulation
and implementation of energy policies. YPF administrators at the Comodoro Rivadavia office told
the press that a recent oil spill off the Argentine coast was the result of a work stoppage carried
out by YPF employees on company oil tankers. However, fuel supply levels would be maintained
since the company had contracted from Amoco two oil tankers. May 18: During a speech at the Jorge
Newberry airport in Buenos Aires, secretary general of the Rural Movement (Movimiento RuralMR), Humberto Podetti, blamed the national government for the "critical situation" prevailing in the
agriculture and livestock sector. The Finance Ministry's policies affecting the sector are "pernicious
for the entire country." According to Podetti, the farm sector's recession has been aggravated by
policies leading to enormous hikes in input prices. These increases, he said, have consumed profit
margins, while producers are merely told to await improvements in world market agricultural
prices. The government, said Podetti, persists in implementing policies which lead to the ruin of all
productive sectors despite the Argentine people's repudiation of such policies last September 6 at
the polls. Former planning secretary for the MR, Horacio Figueiras, asserted that the "aggression"
of the government's economic policies affects not only "the production of primary materials and
foodstuffs, but also of industry, commerce and services...This aggression extends to all vital sectors
of national life, including education, culture and health." (Basic data from several reports by DYN)
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